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Internal Revenue Service

memorandum
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RDCamacho

date:

to: Chief, Examination Division, Brooklyn District
Attn: Joanne Lechner, Team Coordinator

from: District Counsel, Brookiyn

subject: [N B --d

THIS DOCUMENT MAY INCLUDE CONFIDENTIAL INFORMATION SUBJECT TO
THE ATTORNEY-CLIENT AND DELIBERATE PROCESS PRIVILEGES, AND MAY ALSO
HAVE BEEN PREPARED IN ANTICIPATION OF LITIGATION. THIS DOCUMENT
SHOULD NOT BE DISCLOSED TO ANYONE OUTSIDE THE IRS, INCLUDING THE
TAXPAYER INVOLVED, AND ITS USE WITHIN THE IRS SHOULD BE LIMITED TO
THOSE WITH A NEED TO REVIEW THE DOCUMENT IN RELATION TO THE MATTER OF
THE CASE DISCUSSED HEREIN. THIS DOCUMENT IS ALSO TAX INFORMATION OF
THE INSTANT TAXPAYER WHICH IS SUBJECT TO I.R.C. § 6103.

This is in response to your request dated November 15, 1999 in
which you requested our assistance in extending the I.R.C. § 6223(f)
statute of limitations for a partnership item which has converted to
a non-partnership item.

FACTS

It is our understanding that the facts of this case are as
follows:
is a
CEP taxpaver. is a subsidiary of
The examination of the and years of

has recently been completed and it is expected
that the next audit cycle of the iand tax years will
commence this year and will be completed in approximately
years.
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is a Tefra partnership.
partner in It is our understanding that the only
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other partner is an individual named An audit of the

tax year of ||| IIEG@G@NE +2s corrleted in On

a Form 870-P was signed on behalf cof IINIING -

regarding their portion of the adjustments in
audit. Although has agreed
to the adjustments proposed in the audit of they

have requested that the Service not assess such adjustments at this

time. In order to avoid the necessity of filing numerous amended
state tax returns, Fwould like to roll the
-portion of the adjustments from the audit , ,.

into their next audit cycle and be included in determining

adjustments to be assessed at the completion of the -
B oot cycle of M

ANALYSIS

The execution of the Form 870-P for _is a

converting event that causes partnership items to convert to non-
partnership items for each partner. TI.R.C, § 6231(b) (1) (C). When
the Service executes a Form 870-P or any other agreement that
resolves the tax treatment of a partnership item with finality, the
Service has one year to assess the tax attributable to the converted
partnership items and any affected items. I.R.C. § 6229(f). 1In the
instant case, since the Form 870-P was executed on || G
the Service has until to assess the adjustment
resulting from the audit. :

and

The Technical Corrections Act of 1988 provides that the section
6229 (f) statute may be extended by agreement entered into between the
Secretary and a partner. An extension pursuant to section 6229(f)
cannot be entered into at the partnership level. The usual form for
extending the section 6229(f) statute is Form 872-F.

may also include the extension of the
section 6229(f) statute from the FEEEEEE -0 justnent with the
extension of its other -tax year adjustments on a Form 872 or
872-A, rather than executing a separate Form 872-F. If they wish to
do so, the following language must be inserted into the Form 872 or
g872-A:
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For an 872:

With regard to interests held in entities that are subject
to the TEFRA unified audit and litigation procedures, and
without otherwise limiting the applicability of this agreement,
this agreement also extends the period of limitations for
assessing any tax (including additions to tax and interest)
attributable to any partnership items, affected items,
computational adjustments, and partnership items converted to
nonpartnership items. This agreement extends the period for
filing a request for administrative adjustment and the period
for filing a petition regarding such request. For partnership
items that have converted to nonpartnership items, this
agreement extends that period for filing a suit for refund or
credit. In accordance with paragraph (1) above, an assessment
attributable to a partnership shall not terminate this
agreement for other partnerships or for items not attributable
to a partnership. Similarly, an assessment not attributable to
a partnership shall not terminate this agreement for items
attributable to a partnership. :

If you wish to use a Form 872-A, the above language plus the
following additional language must be used:

The issuance of a notice of deficiency will not terminate
this agreement under paragraphs (1) and/or {2) for the items
described by this paragraph.

This opinion is based upon the facts set forth herein. You
should be aware that, under routine procedures which have been
established for opinions of this type, we have referred this
memerandum to the Office of Chief Counsel for review. That review
might result in modificaticns to the conclusions herein. We will
inform you of the result of the review as soon as we hear from that
office. 1In the meantime, the conclusions reached in this opinion
should be considered to be only preliminary.

If you have any additional questions, please contact Rosemarie
Dever Camacho at (516)688-1701.

DONARLD SCHWART?Z
District Counsel

By:

ROSEMARIE DEVER CAMACHO




